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STERLING PRECISION CORPORATION 
319 Clematis Street 


West Palm Beach, Florida 33401 


NOTICE OF ANNUAL MEETING OF STOCKHOLDERS 


To the Stockholders of 
STERLING PRECISION CORPORATION: 


Notice is hereby given that the Annual Meeting of Stockholders of Sterling Precision Corporation (the 
“Company”) will be held in the Adams Room at the Ritz-Carlton Hotel, 15 Arlington Steet, Boston, 
Massachusetts, on August 23, 1973, at 9:00 o’clock in the forenoon for the following purposes: 


1. To consider and take action upon a proposal to amend the Company’s By-Laws to classify the 
Board of Directors of the Company into three classes whose terms of office shall respectively expire at 
different times. 


2. To elect a Board of Directors. 


3. To transact such other business as may properly be brought before the meeting or any 
adjournment or adjournments thereof. 


Stockholders are cordially invited to attend the meeting in person. Holders of Common Stock and 
Series A Cumulative Convertible Preferred Stock who wish to have their stock voted are requested to sign, 
fill in and mail the enclosed proxy, which may be mailed in the United States in the enclosed addressed, 
postage paid envelope, in order that a quorum may be assured even though they now plan to attend the 
meeting. Any proxy previously given may be revoked prior to the date of the meeting or at the meeting. 


Only stockholders of record on the books of the Company at the close of business on July 9, 1973, will 
be entitled to notice of the meeting or any adjournment thereof. Only holders of Common Stock and 
Series A Cumulative Convertible Preferred Stock of record on such date will be entitled to vote at such 
meeting or any adjournment thereof. A list of stockholders entitled to vote at the meeting will be available 
for inspection at the offices of Mr. Robert E. Burke, 141 Milk Street, Boston, Massachusetts 02109. The 
holders of Series B Cumulative Convertible Preferred Stock have no voting rights. The stock transfer 
books will not be closed. 


By order of the Board of Directors, 


CHARLES P. GALLOPO 
Secretary 


July 23, 1973 


ree 2 Lie = 


PO tess Se: eRe 
Saath 


ee i er 


< 
{ 
‘ 
\ 
y ii 
i» “ u 
. f°. if 
jae “ 
% n 
F ¢ 
Be \ 
t 
1 
t 
ous 
he x 
Reig aaad (5 
i ye 
i. Pine Met 
‘ bP te rt: Rt ee 
ee ¢ i prety Se 
¢ ; ry : » 2 7 ee) 
=~ : 
cor ' 
3 I 
: ci — 
rm ,’ St SP at 
oa : 
$ ” ae? ee’ Veet ibe 
(s i) is) oe ‘ i eps 
—_+ 
ne 
F ' 
Gu 
; . + 
t 
a 
ix 
i 
y 
y Sate 
: ane 
bas be »! ee 
, 
5 
a ‘ 
ee 
5 : 
\ 
i. 


STERLING PRECISION CORPORATION 
319 Clematis Street 
West Palm Beach, Florida 33401 


PROXY STATEMENT 


Annual Meeting of Stockholders, August 23, 1973 


GENERAL 


Introduction 


The annual meeting of stockholders of Sterling Precision Corporation (the “Company”) will be held 
on August 23, 1973, for the purposes set forth in the accompanying notice. Only stockholders of record at 
the close of business on July 9, 1973 will be entitled to notice of such meeting, and only holders of 
Common Stock and Series A Cumulative Convertible Preferred Stock (“Series A Stock’’) on such date will 
be entitled to vote at such meeting. 


THIS STATEMENT IS FURNISHED IN CONNECTION WITH THE SOLICITATION BY THE MANAGEMENT OF 
PROXIES FROM HOLDERS OF COMMON STOCK AND SERIES A STOCK To BE USED AT SUCH MEETING AND AT 
ANY AND ALL ADJOURNMENTS THEREOF. Proxies in the accompanying form, properly executed and duly 
returned to the management and not revoked will be voted at the meeting including adjournments. 


Tuis STATEMENT IS ALSO BEING FURNISHED TO THE HOLDERS OF SERIES B CUMULATIVE CONVERTIBLE 
PREFERRED STOCK (“SERIES B STOCK”) FOR THEIR INFORMATION ONLY, AND MANAGEMENT IS NoT ASKING 
SUCH HOLDERS FOR PROXIES AND SUCH HOLDERS ARE REQUESTED NOT TO SEND MANAGEMENT PROXIES. 


Number of Shares Outstanding 


As of the close of business on July 9, 1973, there were outstanding 4,797,800 shares of Common Stock, 
excluding 310,000 shares held by Sterling Engine Company, Inc., a wholly-owned subsidiary of the 
Company, 552,296 shares held by Milwaukee Western Corporation, 90.5% of the stock of which is owned 
by the Company, and 56,126 shares held in the treasury of the Company. There were also outstanding as 
of such date 213,541 shares of Series A Stock and 104,437 shares of Series B Stock. 


Voting 


At the meeting, holders of Common Stock and holders of Series A Stock will vote as one class, holders 
of Common Stock having one vote per share and holders of Series A Stock having one-quarter vote per 
share. Holders of Series B Stock have no voting rights. 


The presence in person or by proxy of holders of the Company’s outstanding Common Stock and 
Series A Stock representing not less than a majority of the aggregate number of votes to which the holders 
of all of the outstanding shares of Common Stock and Series A Stock are entitled, will constitute a quorum. 
The affirmative vote of a majority of the shares represented will be necessary for adoption and approval of 
the proposed amendment to the Company’s By-Laws providing for a classified Board of Directors, for the 
election of each director and for the taking of all other action which may properly come before the 
meeting. None of the shares of Common Stock held by the Company, Sterling Engine Company, Inc. or 
Milwaukee Western Corporation will be considered present or entitled to vote at the meeting. 


Revocation of Proxy 


If a proxy in the accompanying form is executed and returned, it may nevertheless be revoked at any 
time prior to the exercise thereof. 


Expenses of Solicitation 


The Company will pay the costs of preparing, assembling and mailing this proxy statement and the 
material enclosed herewith. In addition to the use of the mails, proxies may be solicited personally, by 
telephone or telegram, and the Company has retained Georgeson & Co. to assist in the solicitation of 
proxies at a cost of $5,500 including expenses. 


AMENDMENTS TO BY-LAWS PROVIDING FOR CLASSIFIED BOARD OF DIRECTORS 


The Board of Directors deems it advisable to amend the Company’s By-Laws to provide for a 
classified Board of Directors. If the stockholders approve the proposed amendments to the By-Laws, the 
Board will be comprised of three classes, each of which will initially be comprised of two directors. The 
full text of the proposed amendments to the Company’s By-Laws is set forth in Appendix A hereto. 


Under the proposed amendments to the Company’s By-Laws, directors to be elected at this Annual 
Meeting will variously serve until the 1974, 1975 and 1976 annual meetings so that their terms of office will 
expire at different times. At each of these subsequent annual meetings, one-third of the Board will be 
elected or reelected for terms of three years, with the remaining directors continuing in office. Presently all 
directors are elected or reelected at each annual meeting to serve for one year. A director elected by the 
Board to fill a vacancy will hold office for the unexpired portion of the term of the director whose place he 
has been elected to fill, or, in the case of newly created directorships, until the next election of the class for 
which such director shall have been chosen, which term may extend beyond the date of the next annual 
meeting of stockholders. 


Your management believes that the proposed amendments to the Company’s By-Laws are desirable 
at this time to assure continuity and stability of leadership and policies of the Company. The effect of the 
amendments will be that at all times approximately two-thirds of the Board will be comprised of members 
having unexpired terms of more than one year, and once the amendments become fully operative, in the 
usual case at least two-thirds of the directors will have prior experience on the Board. A classified Board 
will enable the Company to carry out long range plans. The proposed amendments, though not intended 
to limit the voting power of any outstanding block of stock, will serve to moderate the pace of any change 
in control of the Company by extending the time required to elect a majority of the directors. 


The affirmative vote of a majority of the shares represented, in person or by proxy, at the meeting is 
required for adoption of the proposed amendments to the Company’s By-Laws. Proxies will be voted for 
adoption and approval of the proposed amendments in accordance with specifications marked thereon, 
and will be voted in favor of adoption and approval if no specification is made. 


RESPECTING THE ELECTION OF DIRECTORS 


It is the intention of the persons named in the enclosed proxy, in the absence of a contrary direction, to 
vote for the following persons as directors of the Company, and, if the proposed amendments to the 
Company’s By-Laws providing for the election of directors by classes are adopted and approved by the 
stockholders, by classes for the terms of office indicated below. If the proposed amendments are not 
adopted, those elected will hold office until the next Annual Meeting of Stockholders and until their 
successors have been duly elected and shall have qualified. Should any of these nominees for the office of 
director become unable or refuse to accept nomination or election, it is intended that the persons named as 
attorneys and proxies will vote for the election of such other person for such office as the management may 
recommend in the place of such nominee. The management knows of no reason why any of these 
nominees might be unable or refuse to accept nomination or election. 
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Shares of Common Stock 


Occupation and Owned Beneficially on 
Organization Year in July 9, 1973 
Term to with Which Which Sterling Milwaukee 
Expire Associated if Service Precision Western 
at Annual Other than asa Director Corpora- Corpora- 
Name Meeting in the Company Began tion(1) tion(2) 
Dwayne O. Andreas................- 1974 Chief Executive, Chairman of the Exec- 


utive Committee, and a Director of 
Archer-Daniels-Midland Company, 
a processor of basic agricultural com- 
modities; Director of various corpo- 


TARONS fog Rote eee eee eae 1970 None None 
William B. Cudahy.................... 1974 Director of the First National Bank in 

Palm Beach; Florida’..02.2..3.......0.08.. 1962 16,358(3) 7,000(3) 
Matthew E. Carroll.................... 1975 President and Director and member of 

the Executive Committee of the 

Companys e.xsaeeieoie vanes 1965 40,858(4) 1,360 
Rufus W. Hanson...................... 1975 Executive Vice President, Retired, First 

National Bank of Minneapolis ........... 1963 578(5) 20(5) 
J. Russell Duncan...................65+ 1976 Chairman of the Board and of the 


Executive Committee and Treasurer 

of the Company; Consultant to and 

Director of various corporations......... 1962 335,414(6) 17,287 
Watham S‘Seohir 3230. & 1976 Practicing7A ttomey,..ts-05-..- fee eed 1965 2,756 100 


(1) None of the nominees owns shares of Preferred Stock. 

(2) 90.5% owned by the Company. 

(3) Does not include 1,736 shares of Common Stock of the Company and 60 shares of Common 
Stock of Milwaukee Western Corporation owned by a trust of which Mr. Cudahy is a trustee and in which 
he has no beneficial interest. 

(4) In addition, Mr. Carroll held options to purchase 29,576 shares of Common Stock of the 
Company on July 9, 1973. See “Stock Options” below. 

(5) Does not include 578 shares of Common Stock of the Company and 20 shares of Common Stock 
of Milwaukee Western Corporation owned by Mr. Hanson’s wife, and in which he has no beneficial 
interest. 

(6) Does not include 598 shares of Common Stock of the Company owned by a minor child of Mr. 
Duncan and in which he has no beneficial interest. 


REMUNERATION OF DIRECTORS AND OFFICERS 


The aggregate remuneration paid by the Company and its subsidiaries during the fiscal year ended 
April 30, 1973 to each director, and each of the three highest paid officers, of the Company whose 
aggregate remuneration exceeded $30,000 and to all directors and officers of the Company as a group are 
as follows: 


Aggregate 
Name of Individual Capacities in Which Remunera- 
or Identity of Group Remuneration was Received tion(1) 
Jmussell Duncan. iicias oie ce ce Os Chairman of the Board and Treasurer of the 
SONI AD Ye incr s niet Bee, od ALG Sats cata Oe ee $142,500 
Matthew EF. Cartoi( 2.) . acacrccoracsvicsarrsaeeaconases President of the Company and Director 112,500 
RobertiA. Lawtoniys £5.:..,.c.-.cbbse At sstconceins Vice President of the Company 46,000 
Directors and officers as a group (8 persons, 
including the three persons named above) Compensation as officers and directors fees 331,600 


(1) For the fiscal year ended April 30, 1973, these officers were paid as follows: 


Officer Salary Bonus 
J. Russel Dunean 6.20 ee ere $95,000 $47,500 
MatthewiE “Carrols 25 6 et ea ee ca 75,000 37,500 


Robert Alsi awton ee oo asseecelicesereonesuiedsee shan 32,000 14,000 


Bonus payments are made under the Company’s Executive Compensation Plan dated May 1, 1963 
and represent incentive compensation based on the contribution of key executives to corporate profits and 
return on stockholders’ investment. The formula in the Plan provides for coverage of stockholders’ 
requirements from current profits before determining the amount available for distribution as executive 
incentive compensation. Individual awards are limited to 50% of base salary of the participating executive. 


(2) On February 3, 1972, the Company and Mr. Carroll executed an employment agreement for a 
period of three years at a minimum salary of $75,000. The agreement further provides that Mr. Carroll 
shall participate in all executive compensation, bonus, profit sharing, stock option and other employee 
benefit plans, programs and policies in effect or later adopted by the Company for its executives or which 
are appropriate to his position as Chief Operating Officer of the Company. 


Pension Plan 


STG Services Corporation (“STG”), a wholly-owned subsidiary of the Company, has adopted a 
pension plan (the “Plan” ) and, subject to receipt of a favorable ruling from the Internal Revenue Service, 
the Plan will be effective as of May 1, 1973. Each full-time employee of STG, upon reaching age 25 and 
completing five years’ credited service with STG, the Company or 80%-or-more-owned subsidiaries of the 
Company incorporated and operated in the United States, is eligible to participate under the Plan. Each of 
the officers specifically named above are employees of STG, are over 25 and have more than five years 
credited service with the Company and STG and, accordingly, are eligible to participate under the Plan. 


Pension benefits are determined by a fixed formula. Estimated annual benefits payable to the above 
named officers at normal retirement date, age 65, under the Plan are as follows: 


Estimated 

Annual 
Benefits at 

Name Age 65 
JaRussell: Duncany.3..2.. 4.200354 $54,770 
Matthew. E. Carroll. .wvet 2h. ee 39,077 
Robert As Lawton.2.5...5 ee 15,008 


The amounts shown above were calculated from actuarial data furnished by the Company’s actuarial 


advisors. 
STOCK OPTIONS 


The following tabulation shows as to certain directors and officers and as to all directors and officers as 
a group (i) the number of options granted since May 1, 1972, (ii) the number of shares acquired since 
May 1, 1972, and (iii) the number of shares subject to all unexercised options held as of July 9, 1973. 


All Directors 


Matthew E. Robert A. and Officers 
Carroll Lawton as a Group 
COMMON SHARES 
Granted May 1, 1972 to July 9, 1973: 
Number of shares 25420002 SEA RIA ES nsec 18,000 12,600 39,400 
Average per share.option prices sic calcio $4.12 $4.12 $4.26 
Exercised May 1, 1972 to July 9, 1973: 
Number‘of sharess 72020 ee ee ee — —- — 
Aggregate option price of option exercised..................... — — _ 
Aggregate market value of shares on date options 
OCXPECISCMS 52.5 25..e cet a ke, — — — 
Unexercised at July 9, 1973: 
Numbéref Shares (20. 5. .Ge Si ea 29,576 14,915 53,291 
Average per share option price ...:.03.. 800 Bas $5.51 $4.67 $5.15 


In addition, between May 1, 1972 and July 9, 1973, other employees were granted options for 44,600 
shares at an average option price of $4.12; none of these options has been exercised. During the aforesaid 
period, options for 55,243 shares were cancelled or expired. On July 9, 1973, options for an aggregate of 
143,760 shares were outstanding and options for 87,765 additional shares could be granted under the 
Company’s Qualified Stock Option Plan. 


The foregoing has been adjusted for the special 5% common stock dividends, paid January 15, 1973, 
January 14, 1972 and January 15, 1971. 


INTEREST OF CERTAIN PERSONS IN CERTAIN TRANSACTIONS 


The Company owns approximately 90.5% of the issued and outstanding common stock of Milwaukee 
Western Corporation (“MWC’’). Mr. J. Russell Duncan, Chairman of the Board and Treasurer of the 
Company, Mr. Matthew E. Carroll, President and a director of the Company, Mr. William B. Cudahy, a 
director of the Company, and Mr. Rufus W. Hanson, a director of the Company, hold similar positions 
with MWC. 


Prior to December 14, 1972, the Company owned a warrant to purchase 400,000 shares of common 
stock of MWC at $7.50 per share on or prior to August 1, 1976 (the “Warrant”). Pursuant to an 
agreement between the Company and MWC, MWC exchanged 25,254 shares of Common Stock of the 
Company for the Warrant on December 14, 1972. 


The value of the Warrant was determined by the Boards of Directors of the Company and MWC, and 
was based primarily on the value assigned thereto by Loeb, Rhoades & Co., namely $.35 per warrant or 
$140,000 in the aggregate. Loeb, Rhoades & Co., in turn, based its opinion solely on its experience in 
observing the mathematical relationships of the value of stock purchase warrants in relation to the shares 
of stock into which they are exercisable. In this regard, MWC’s Common Stock is traded in the over-the- 
counter market and, during the month of November, 1972, the range of bid prices was $1.75 to $2.25 and 
the range of asked prices was $2.50 to $3.00, such bid and asked prices being substantially lower than the 
Warrant exercise price. 


The value of shares of Common Stock of the Company was determined by the Boards of Directors of 
the Company and MWC and was based primarily upon the average closing sales price of a share of 
Common Stock of the Company on the American Stock Exchange during the month of November, 1972. 
Such average closing sales price was $5.54375 per share. 


Bayou Acceptance Corporation (“Bayou”), a wholly-owned subsidiary of MWC, is primarily 
engaged in the business of providing financing to purchasers of commercial truck and machinery trailers 
from Nabors Trailers, Inc. (““Nabors”’), which is a wholly-owned subsidiary of the Company. Financing is 
arranged for trailer purchasers at competitive rates and upon usual and customary terms in the industry. 
In this connection, Bayou was indebted to Nabors in the unsecured principal amount of $175,000 on April 
30, 1973. This indebtedness is payable on demand with interest payable quarterly at the rate of 1% above 
prime rate from time to time in effect. Bayou’s principal place of business is located on the premises owned 
by Nabors for which Bayou pays no rent or other charges. 


MWC and Bayou are included in the consolidated Federal income tax returns filed by the Company 
and its consolidated subsidiaries. In this connection, MWC and Bayou are indebted to the Company in the 
aggregate amount of $118,029 for Federal income taxes provided in the current and prior years. 


DISCRETIONARY AUTHORITY ON OTHER MATTERS 


As of the date of this proxy statement, management does not intend to present and has not been 
informed that any other person intends to present any other matters for action at the meeting. However, if 
other matters do properly come before the meeting, it is the intention of the persons named as proxies to 
vote upon them in accordance with their best judgment. 


Except as hereinabove stated all shares represented by valid proxies received will be voted. Proxies 
will be voted in accordance with the specification made thereon, or in the absence of specification, in 
accordance with the provisions of the proxy. 


By order of the Board of Directors, 


CHARLES P. GALLOPO 
Secretary 


July 23, 1973 


APPENDIX 


1. Section | of Article II of the Company’s By-Laws will be amended to read substantially as follows: 


SECTION |. Meetings. All meetings of stockholders, including annual meetings for the election of 
a class of directors, shall be held at such time, and on such date and at such place, either within or 
without the State of Delaware, as shall be determined by the Chairman of the Board or the Board of 
Directors, acting pursuant to Section 4 of this Article II. In the event the Chairman of the Board or the 
Board of Directors fails to so determine the time, date and place of meeting, the annual meeting of 
stockholders shall be held at the registered office of the Corporation in Delaware at the hour of ten 
o’clock A.M.; on the last Thursday of August of each year, beginning with the year 1970. If the date 
of the annual meeting shall fall upon a legal holiday, the meeting shall be held on the next succeeding 
business day. At each annual meeting, the stockholders entitled to vote shall elect a class of directors 
to succeed those whose terms expire at such annual meeting and may transact such other business as 
may properly come before the meeting. 


2. Sections 1 and 2 of Article III of the Company’s By-Laws will be amended to read substantially as 
follows: 


SECTION 1. Number. The number of directors which shall constitute the whole Board shall 
initially be six, but such number may be increased or decreased, from time to time, by resolution of 
the Board of Directors, to not less than three nor more than twelve. The directors shall be divided 
into three classes, no one of which shall contain more than one more director than any other. The 
directors in each class shall serve for three years and until their successors are duly elected and 
qualified, except with respect to the directors elected at the annual meeting of stockholders held on 
August 23, 1973 and as to such directors the term of the first class shall expire at the annual meeting 
next ensuing, of the second class one year thereafter and of the third class two years thereafter. 


SECTION 2. Vacancies. Vacancies on the board, and newly created directorships resulting from 
any increase in the authorized number of directors, may be filled by the affirmative vote of a majority 
of the directors then in office, although less than a quorum. Any directors elected to fill vacancies will 
hold office for the unexpired portion of the term of directors whose places they have been elected to 
fill or, in the case of newly-created directorships, until the next election of the class for which such 
directors shall have been chosen, which terms may extend beyond the following annual meeting of 
stockholders. 


3. Section 5 of Article III of the Company’s By-Laws shall be amended to read substantially as 
follows: 

SECTION 5. Meetings. If a quorum shall be present, the Board of Directors may hold its first 
meeting, without notice, immediately after the annual meeting of stockholders. Regular meetings of 
the Board of Directors may be held, without notice, at such places and times as shall be determined, 
from time to time, by resolution of the Board of Directors. Special meetings of the Board of Directors 
may be called by the Chairman of the Board on two days’ notice to each director, either personally or 
by mail or by telegram. Special meetings shall be called by the Chairman of the Board or Secretary in 
like manner and on like notice on the written request of any two directors. 


4. Article VII of the Company’s By-Laws shall be amended to read substantially as follows: 


ARTICLE VII 
AMENDMENTS 


These By-Laws may be made, altered, amended or repealed by resolution of the Board of 
Directors, except that no such action shall eliminate the classification of the Board of Directors as 
hereinabove provided without the approval of the stockholders of this Corporation who have voting 
rights. 
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Extraordinary Common Parts Sales in millions 
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in hundrede in rente 


Sterling Precision Corporation 
Annual Report 1973 


“The ‘Seventies’ will witness North America eme 
ing as the most sound economy of the world suf 
ported by the largest annual disposable income c 
underlying tangible worth. Management visualiz 
North America prevailing as the world’s sanctu 
for investment protection and appreciation. The 
‘balanced investment concept’ places Sterling firn 
in this market with a strategically diversified 


product line.” 


AQe, 26, 


1973 
Net sales $84,277,000 
Income before 


extraordinary charge $ 2,807,000 
Extraordinary charge — 


Net income $ 2,807,000 
Earnings per common 
share 
Income before extra- 
ordinary charge $ .55 
Extraordinary charge — 
Net income $ .55 
Net working capital $19,134,000 
Total assets 65,371,000 
Common stockholders’ 
equity 23,320,000 
Book value per 
common share $4.86 
Common shares 4,797,800 
Number of employees 2,370 


1972 


$73,937, 06 


$ 2,445,0( 
(670,0( 


$ 1,775,0( 


$ A 
(.. 
ome 
$19,377,006 
58,817,06 


20,695,006 
$4.5 


4,797 ,8( 
2,0€ 


ps g 
—_ iss 
4 = 
4 £ 
5 
¥ = 
be Los A® 
Bee” es 
: billet ° _— 
5. se “a “t5 A 
| we ene ; 
1 : pi, S. SB. ss 
! q pom ad 
| ee 
4 - => 
‘ad 
= o%% 
a . 
es 3 
» 
ao 
t —< 
m Warehouse Locations ay 
® Jobber Locations 


" > > > —— > — . + 
> 2reoemon> 2 = 


A orr — Rea 


Mm SASF ICU Ula NOMIC es EF Skis ACCU 
= = 


— 


- -_ —— ss. +... 47 t- 
—= — = 


Farrar-Brown. Inc. 


Saco 


Syrecuse, New York 


John Millen & Son Limited 
Québec, Canada: 
Drummondville 


To The Stockholders: 


Sterling’s 1973 sales and operating income surpassed all previously reported results. 
The union of these complementary companies, structured around an expanding 
replacement parts organization, is proving to be an increasingly profitable combination. 


Sales were $84,277,000, a 14% gain over the $73,937,000 reported in fiscal 1972. 
Sales are projected to exceed $90 million in fiscal 1974, placing Sterling closer to 
the $100 million milestone. Income before taxes advanced 12%, reaching $5,013,000. 
This marked the eleventh consecutive annual increase. 


Income, in fiscal 1973, increased by 15% to $2,807,000, or $.55 per common share 
versus $2,445,000, or $.47 per share, before an extraordinary charge equal to $.14 in 
fiscal 1972. 


Commencing in 1967, management embraced a balanced investment concept as the 
viable form of structure to be used for building profit reliability and sales per- 
formance. Multi-national, multi-market and multi-product strategy, devised to 
reduce the risk of overdependence on limited markets and products, became a part 
of that doctrine. Performance standards directed at sustaining ambitious year-to- 
year progress were introduced throughout the organization. 


The Company’s year-end financial position was strong. Cash balances exceeded 
$4,000,000. Working capital amounted to $19,134,000 and the current ratio was 1.9 
to 1. Stockholders’ equity increased to $26,536,000, and book value per common 
share was $4.86 up from $4.31. 


Sterling’s capital is committed in fields in the ‘“‘mainstream of the future.’’ Resources 
are judiciously allocated to produce a sales mix that will contribute to overall 
operating stability. Product diversification resulted from the redeployment of capital 
out of unstable, marginal undertakings into a soundly balanced combination. 
Primary operations include replacement parts and industrial products; supplementary 
operations include financial services and real estate. 


Automotive and agricultural equipment replacement parts accounted for over 65% 
of Sterling’s fiscal 1973 sales. Total parts volume expanded 21% to $54,957,000 from 
$45,573,000. Thus, a high percentage of the Company’s sales are of ‘rapidly wasting” 
products concentrated in rapid turnover, non-styled service replacement parts. 
Sterling’s combination of U.S. and Canadian parts distribution provide some 
immunity from vulnerability to short-term business distortions. 


Omnipresent friction, heat, cold, and abrasion combine to cause the destructive 
environment in which the ever increasing number of mechanical goods must func- 
tion. The relentless working of these forces shows up directly in the accelerating 
demand for all forms of expendable parts. Accordingly, that particular massive 
market is defensive against short-term adverse adjustments in the economy, has 
sales growth characteristics, and, importantly, the supporting inventories possess 

a high degree of liquidity. 


Sterling’s replacement parts sales are growing at an annual compounded rate in 
excess of 15%. Because most sales transactions in this type of business are “‘off-the- 
shelf,” backlogs are not significant; however, a strong incoming flow of orders 
supports management’s projection of an increase in volume in fiscal 1974. 


Industrial products include, in part, the manufacture of materials handling equip- 
ment, engineered and fabricated industrial installations, and distribution of metal 
working machinery and related industrial supplies. The combined sales of these 
businesses were up 5% in fiscal 1973 and are headed even higher in fiscal 1974. 
Sale of these “big ticket” items offers opportunities to attain high gross margins, 
exploit technological resources, and fully participate in the industrial expansion 
of North America. This group is expanding and will contribute significantly to 
Sterling’s future. 


These subsidiaries are reporting record sales, and the order backlog is now at an 
all-time high amounting to over $14 million. 


These “primary businesses” are the bulwark of Sterling’s operations, furnishing 
much of the foundation to sustain continuing growth and maintain earnings quality. 
Marketing objectives are directed at major expansion of the sales of these businesses. 


The Company’s ‘‘supplementary businesses” include financial services and 
real estate operations. The financial services group registered excellent progress this 
past year, whereas, the real estate group experienced an unsatisfactory performance. 


Milwaukee Western Corporation, 90.5% owned, was formed in 1969 to hold Sterl- 
ing’s financially oriented subsidiaries: wholly-owned Bayou Acceptance Corporation 
and 62% owned Milwaukee Western Bank. Its principal subsidiary, Milwaukee 
Western Bank, increased its income before taxes to $1,056,000 in fiscal 1973 com- 
pared to $785,000 in fiscal 1972, before adjusting for the Company’s interest therein. 
Net income increased to $771,000, up from $663,000. The Bank’s current earnings 
pace is substantially higher than last year which should result in an impressive 
increase in Milwaukee Western Corporation’s consolidated income in fiscal 1974. 


Real estate operations, as previously reported in the most recent nine month report, 
were not up to expectations and an operating loss was reported. This result was 
attributable to the Midwest homebuilding operations and was precipitated by a com- 
bination of construction cost overruns, zoning delays, unfavorable weather, and a 
shortage of reasonably priced homesites. During the year, homebuilding was 
deemphasized in favor of land development and sale. The latter activities provide 

a hedge against persistent inflation. 


Arizona land sales are increasing and should make a greater contribution to future 
earnings. Improving results of the agri-business division now benefiting from higher 
prices for agricultural products will augment real estate operations. 


These “supplementary businesses’ add important dimensions, including financing 
trailer and other sales, pension services, and built-in capital appreciation. Other 
growth opportunities can be opened through these activities. 


Another special 5% stock dividend distributed to stockholders on January 15, 1973 
evidenced the Company’s favorable overall performance outlook. 


Labor relations should remain stable throughout fiscal 1974. Last year’s income was 
reduced by charges attendant to a three week strike at the Company’s Peoria, 
Illinois factory. Although during the current fiscal year certain labor negotiations will 
be conducted, management is confident the labor climate in the Sterling circuit is 
favorable and no material problems are expected. A major portion of Sterling’s 
over-all business stems from distribution sales having the favorable characteristic 
of a low percent of labor content. 


Management is aggressively searching for acquisitions that will mesh into the Com- 
pany’s clearly defined marketing and sales plans. Prospects are being investigated; 
however, no acquisitions are imminent at this time. Internal expansion will be 
supplemented by broadening automotive parts distribution in the New England 
States, Mid-Western States and Canadian Provinces. 


Sterling’s International Division, launched in fiscal 1973, is experiencing better than 
expected results. A DISC corporation was also formed in February 1973 to com- 
plement that operation. Already during fiscal 1974, over $250,000 of export orders 
have been booked. The world-wide thrust of governments to foster foreign trade 
should support rapid expansion of Sterling’s import-export activities. 


Reliable underlying earning power of a company is the product of the persistent 
pursuit of studiously resolved long-term objectives — diligently monitored; not from 
reliance on a patchwork of short-term plans overly influenced by passing fads, 
rumors, and yo-yo economics. Management is systematically seeking Sterling’s 
future in the multi-national markets of the U.S. and Canada by selling diversified 
product lines. This investment strategy creates stability by ameliorating the violent 
changes in these hybrid economies, highly sensitive to political winds; whereas, 
sales remain responsive to more than one market. 


Though the present frantic pace of the North American economy may taper off 
somewhat in 1974, general business activity should remain on a high plateau for a 
long period. Sterling is not a status-quo company and accordingly, management 
projects record results for the Company in fiscal 1974. 


etait 
M. E. Carroll J. Russell Duncan 
President Chairman of the Board 


$3.5 


Replacement Parts 3,329 66 2,871 64 


| 
Industrial 1,510 30 1,354 31 | ae 
Financial 404 8 341 7 | 
Real Estate (230) (4) (96) (2) 


Replacement Parts 


Replacement parts activities include warehouse and jobber distribution to the 
automotive ‘‘aftermarket” and the manufacture and distribution of agricultural 
equipment replacement parts to original equipment manufacturers and the 
service trade. These ‘‘rapidly wasting” products are concentrated in non-styled, 
fast turnover parts. 


Sterling’s automotive and farm equipment replacement parts group was the 
source of over 65% of the Company’s net sales in fiscal 1973; increasing by 
$9,384,000 to $54,957,000, or 21% over the $45,573,000 recorded in fiscal 1972. 


The automotive distribution network serves the U.S. and Canadian ‘“‘after- 
markets.” The provinces of Ontario and Québec, Canada furnished the larger 
percent of volume. Last year, a program was launched to increase penetration 
of the U.S. market; this has increased U.S. sales to $9,252,000, equivalent to 
20% of the group’s total. Marketing strategy at this time is aimed at major 
expansion in upper New York State, the New England States, and the Mid- 
Western States. Linking this system of outlets has established a hard core dis- | 
tribution system ‘“‘where the people and automobiles are.’ The network includes 
about 2,500 indepedent parts jobbers, 71 company owned jobbers, and 14 
warehouses. The Canadian market is being further broadened through an 
aggressive ‘‘associate” jobber franchise project in Ontario to reach the smaller 
“grass roots” communities. 


Warehouses are strategically located in Canada at London, Toronto and 
Hamilton, Ontario; Montréal, Québec City, Trois-Riviéres and Sherbrooke, 
Québec; and in the United States at Portland, Maine; E. Walpole, Massachu- 
setts; Windsor and Bridgeport, Connecticut; Rochester, New York: and 
Columbus, Ohio. All are expanding markets. The Company operates a fleet 

of 190 trucks to serve this market. In conjunction with some of these 
locations, the Company operates 35 automotive machine shop installations 
specializing in the repair and rebuilding of motors, power trains, crankshaft 
turning and other related services. Customers include wholesalers, jobbers, 
retail outlets, repair shops, auto and truck dealers, service stations, body shops 
and similar vehicle parts oriented outlets. ; 


Over 25,000 automotive parts and accessory items are distributed, the bulk of 
which are brand name parts of approximately 100 internationally recognized 
manufacturers. Return privilege understandings with suppliers offer substan- 
tial protection against obsolescence. Nevertheless, inventory levels are con- 
stantly monitored to maximize turnover. 


The already large North American automotive replacement parts market is 
expanding at an unprecedented rate. Over 13.5 million cars and trucks were 
sold in the U.S. and 1.2 million in Canada during 1972. Approximately 108 
million vehicles are in use in the U.S. and 9 million in Canada. At wholesale 
prices, the replacement parts, including tires and batteries, sold to the North 
American market approximate $15 billion annually. The rising number of 
vehicles on the road is the primary cause of this surging demand for service 
parts. The evolution to complex vehicles with parasitic mechanical attach- 
ments, the imposition of strict safety regulations under the National Highway 
Safety Administration Act, and aggressive implementation of Federal auto 
emission standards stemming from the Clean Air Act of 1970, in combination 
with the ever present forces of friction, heat, cold, and abrasion will force an 
even higher annual demand. 


The 3 to 10 year old cars and trucks account for the majority of the replacement 
parts sold. Accordingly, the recent bulge in new vehicle sales will cause a future 
ground swell in parts demand as these cars age. 


This group is expanding according to long range marketing plans. In Québec, 
the following construction has been authorized: Québec City 5,000 sq. ft. 
addition; Val d’Or 8,000 sq. ft.; Sherbrooke 10,000 sq. ft.; and St. Jean 5,000 
sq. ft. During the past year Sterling acquired Farrar-Brown Company, 
Portland, Maine; L. T. Dobey Co., Bridgeport, Connecticut; Columbus Ignition 
Company, Columbus, Ohio; and Palmer King Motor Company, Lewiston, Maine, 
These newly acquired companies are important links in Sterling’s domestic 
chain of distribution of automotive replacement parts. Similar acquisitions are 
being sought, however, emphasis will continue to be placed on internal 
expansion of existing operations. Sterling has the executive talent and “after- 
market” experience to accomplish these goals satisfactorily. 


Management expects the automotive replacement parts group to compound 
sales by 15% annually. 


Sterling also manufactures and sells replacement parts to the agricultural trade 
through R. Herschel Manufacturing Corp. Sales are predominantly in the 
U.S.; however, distribution is worldwide. A high percentage of these annual 
sales is in cutting blades and related mechanisms for farm equipment, lawn 
mowers, trimmers and similar cutting items. Other repair and replacement 
items are marketed such as spreader chain, plow shares, tractor tire chain, 
hydraulic hose fittings and cylinders, disc blades and batteries. Cutting parts 
are sold to original equipment manufacturers and through a broad network of 
independent distributors and dealers. The company maintains warehouses in 
Peoria, Minneapolis, Harrisburg, and Syracuse. 


Net sales of farm equipment replacement parts were approximately the same 
as fiscal 1972, reflecting a three week strike which took place in mid-year; 
however, despite this strike, income before taxes increased. Fiscal 1974 should 
improve significantly as order backlog is in excess of $2 million, an all time 
high. Herschel is diligently working to expand these “rapidly wasting” items sold. 


The world demand for cutting part mechanisms is huge and continues to 
expand. Recent demand for U.S. farm products is at an unprecedented high. 
Already farm equipment manufacturers are experiencing large increases in 
volume. The U.S. has about 340 million acres of growing crops of which about 
60 million acres are in set-aside programs. This year 40 million set-aside acres 
will be put back into productive use, half for crops and half for grazing. 
Accordingly, this additional planting should also increase the demand for farm 
equipment and related replacement parts. The long-term outlook appears 
favorable. A recent Department of Agriculture report concluded optimistically 
that the U.S. could achieve annual agricultural exports of $18 billion in 1980 
with soybeans and grains comprising almost $12 billion of that. The U.S. has the 
acreage and the climate to become the world’s granary. It is common today 

to hear of major exports of commodities to the Soviet Union, People’s Republic 
of China, and India. 


The demand for automotive and farm equipment replacement parts should 
sustain the accelerating growth of this group through fiscal 1974. Supported by 
these favorable conditions, management has authorized major expansion at the 
Peoria plant and is in the process of authorizing the opening of new automo- 
tive replacement parts outlets. 
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Industrial Machinery and Supplies 


The industrial machinery and supplies group distributes and sells machine 
tools. including most primary categories of metal working equipment, and 
industrial supplies such as cutting, forming, shaping, and punching tools, small 
hand tools, and machinery replacement parts. A substantial number of products 
are imported from Europe and are handled under exclusive distribution arrange- 
ments. The U.S. and Canadian industrial markets are served by Upton Bradeen & 
James, Inc. and, Upton, Bradeen & James Ltd., respectively. A greater percentage 
of the group’s annual volume is generated in Canada. The Canadian head- 
quarters are located in Toronto, Ontario with a branch in Montréal, Québec. 
The U.S. headquarters are situated in Sterling Heights, Michigan. 


The emerging economic boom in Canada should reflect in the demand for 
machine tools and supplies. Current bookings have increased substantially and 
are running at a rate 25% ahead of last year. Heavy quotation activity indicates 
that Canadian industry is contemplating heavy expenditures for capital goods 
in the near-term. 


Domestic distribution is through about 57 independent dealer outlets situated 
in major U.S. industrial centers. Stateside volume has lagged behind that of 
Canada’s. However, the domestic organization is broadening its lines to increase 
volume. The U.S. capital investment cycle is coming on strong supporting the 
prediction of a higher sales level in fiscal 1974. Management expects domestic 
companies to grow rapidly. 


The prosperity within the capital goods sector in North America results from 
strong underlying buying influences, such as increasing momentum of the 
economy and the need for additional industrial capacity, ever rising labor cost 
factors, intensifying international price competition, changing metal working 
technology, increasing number of technical products being introduced, and 
mounting pressure to conform to strict sociological and ecological legislation 
(Occupation, Safety, and Health Act, Clean Air Act of 1970, etc.). The critical 
petroleum situation will indirectly step up demand for industrial capacity 
relating to production of equipment involved in the search for oil and gas, 
construction of pipe lines, fuel storage, refinery facilities, and shipping 
capacity. The introduction of the rotary engine and all of the clean air gadgets 
will also call for new production capacity. The long-term outlook is favorable 
for the industrial machinery and supplies business. 


Modern civilization depends on complicated, intricate and specialized machine 
tool installations. The machine tools group is one of the better performing 
specialized equipment sales organizations in North America. Marketing strategy 
is based on people. Sales personnel are trained in the fundamental principals 
of machine tool work and are kept fully informed about the latest develop- 
ments. Sterling’s employees strive to provide superior service to the trade 

and to keep customers enlightened as to the latest innovations in industrial 
equipment. 


Total backlog is approximately $2.5 million. The outlook for fiscal 1974 appears 
very favorable and combined sales should show a healthy increase. 


Materials Handling 


The materials handling group reported an exceptional sales gain. In fiscal 1973, 
sales reached a record of $9,492,000, up 20% over the $7,920,000 in 1972. 


The group includes Nabors Trailers, Inc. (‘Nabors’), which manufactures 
transportation equipment, and the Materials Handling Division of Amalgamated 
Metal Industries, Ltd. (‘‘A.M.I.”), which manufactures waste and refuse 
handling equipment. 


A complete line of steel and aluminum transportation units are offered to the 
trade, including truck-trailers, furniture and electronic trailers, refrigerated 
trailers, platform and low bed trailers, logging trailers, sugar cane trailers, 
bulk trailers, and city delivery van bodies. 


Ad 


In fiscal 1973, Nabors again exceeded its goals with sales of $7,896,000, a 
10% increase over the $7,142,000 reported last year. Trailer backlog is at an 
unprecedented level of over $2 million. This backlog and record breaking 
monthly production levels indicate another good year is in the making. 


Nabors’ sales are concentrated in Arkansas, Louisiana, Mississippi, Tennessee 
and Texas. All are convenient to the Mansfield, Louisiana factory. Company 
owned sales-service branches are located in Dallas and Houston, Texas; 
Mansfield and New Orleans, Louisiana; Jackson, Mississippi; and Memphis, 
Tennessee. Other adjacent markets are served by independent dealers. Nabors’ 
designs are outstanding, and the “‘Nabors’”’ label is well known in those areas. 


Nabors’ management is implementing a marketing program to increase pene- 
tration through existing branches and additional independent dealer outlets. 

A new sales-service branch is being constructed in Jackson, Mississippi. The 
Mansfield facilities were improved by the modernization of paint installations 
and the construction of a new service building. New production concepts have 
been introduced and modifications to existing product lines to meet the 
challenge of changing market conditions were made during the year. Thus, 
Nabors continues to expend maximum effort and resources in broadening and 
deepening its participation in the trailer industry. 


Nabors also projects a substantial increase in fiscal 1974 sales and now has 
the additional production capacity to reach a higher sales level. 


A.M.I. pioneered waste and refuse handling systems in Canada. Sales of these 
systems increased to $1,596,000 in fiscal 1973 from $778,000 in fiscal 1972, a 
105% increase. The demand continues to build. 


This division sells and manufactures waste and refuse handling equipment 
produced under an exclusive license from Dempster Dumpster. Mobile and 
stationary machines compress, transport, and dump industrial and household 
waste products. 


The high national priority assigned to controlling the environment is causing 
the demand for this type of equipment to accelerate. A.M.I. is taking maximum 
advantage of its well established position. Sales coverage has been broadened 
and the product line expanded. Many of the major waste handling firms in 
Canada now have Dempster installations. 


The organization’s long experience in waste and refuse handling systems 
provides the basis for aggressively pursuing other dimensions of this vast, grow- 
ing market. The division’s future looks exceptionally bright. In light of the 
prevailing strong demand for this type of equipment, the materials handling 
group should continue to experience good growth. 


Engineered and Fabricated Products 

The Plate and Structural Steel Division of Amalgamated Metal Industries, Ltd. 
(‘‘A.M.I.”), Canada, includes manufacturing, general fabrication, and mechani- 
cal contracting, including field erection and installation. 


In 1965, the company embarked on a program directed at making inroads into 
those sectors of the Canadian economy that appeared destined for major expan- 
sion. Participation in contracts relating to electric energy (atomic, hydro, and 
thermo), waste resources (control and pollution abatement), minerals (mining 
and refining installations), petroleum (storage and refining), and industrial 
items was vigorously pursued. 


In fiscal 1973, this division had sales of $4,759,000 compared to fiscal 1972’s 
$4,772,000. Sales were level primarily because of a lack of plant capacity. To 
solve this problem, a new 25,600 sq. ft. building was completed during fiscal 1973. 
That building is 44 feet high and is equipped with two 25 ton overhead cranes. 
Construction of another similar building is well under way which will add 
another 19,200 sq. ft. of production area by fall of 1973. Field installation equip- 
ment was added during the year including a 50 ton truck crane. The division 
backlog now stands at a record total of $8.5 million and job mix includes the 
selected fields previously mentioned. 


ALe8: 


A.M.I. has made excellent progress in opening major accounts and enjoys an 
outstanding reputation for handling large, complex jobs. Backlog and additional 
plant capacity assures a major sales increase in fiscal 1974. 


As a part of its growth plan, the division is aggressively seeking licensing 
agreements relating to its specialized fields. An important license agreement 
was signed in 1973 covering products for application in the petroleum industry, 
i.e. floating roof tanks, expansion roof tanks, vaporizers, cyrogenic and refrig- 
erated tanks, and Graverspheres. Other similar licensing arrangements are 
being sought to fully exploit the division’s experience as a mechanical con- 
tractor involving pollution control, separators, water treatment vessels, flue 
gas breachings, and stack liners. 


In 1973 and 1974, the Canadian economy is expected to show even better 
performance, with capital spending contributing importantly to this trend. The 
outlook for business in the fields served by the Plate and Structural Division 
fully justifies the expansion now underway. 


Office Systems and Supplies 

Elbe Products, Inc. markets expendable office supplies including files, folders, 
binders, indexes, clipboards, business forms, and manual accounting systems. 
These products are ‘‘rapidly wasting’ and the annual increase in demand 
reflects the spiraling flow of paper work being generated in the modern com- 
mercial world. 


Elbe’s operating profits were up 12% over the previous year. Sales grew 
modestly to $3,766,000 from $3,708,000 last year. 


Management is marketing-oriented and its catalogues reflect their attention 
to forcing a profitable product mix rather than succumbing to the illusion of 
volume for volume’s sake. During the past few years, quality lines and blue 
ribbon customers have been substituted for marginal customers and lines. 
Bidding for government work has also been very selective. 


In February, 1973, a letter of intent was entered into to purchase the 189,000 
sq. ft. factory Elbe currently occupies under lease. Consummation of this 
purchase will put Elbe in a posture to rearrange production not practical under 
the existing lease. 


The office supplies operation provides an avenue for additional expansion in 
the “rapidly wasting” products field. This vast business supplies market offers 
an almost unlimited opportunity for broadening Elbe’s base. Order backlog 
exceeds $800,000. Thus, Elbe should report higher sales and earnings in fiscal 
1974. 
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Real Estate 


The real estate group includes Selective Resources Corporation (‘‘Selective’’) 
and its divisions, Greater Arizona Ranches (‘‘G.A.R.’’) and Homestead Corpor- 
ation (‘Homestead’). All of Sterling’s non-operating real estate is also held 
by Selective. The objective motivating this undertaking is to hedge against 
accelerating inflation. The supply of ‘‘good earth” cannot be increased. 


This group failed to reach established goals in fiscal 1973 which resulted in a 
loss of $230,000. Negative results were attributable to Homestead’s Midwest 
homebuilding operations which were plagued by construction cost overruns, 
zoning delays, unfavorable construction weather, and a shortage of reasonably 
priced homesites. Appropriate corrective action has been taken. The loss, 
however, does not take into account the substantial appreciation in the under- 
lying value of that company’s land holdings. 


Homestead’s production facilities include a 36,000 sq. ft. plant and office 
with an additional 10,000 sq. ft. of covered storage. This property has been 
leased to others and the rental income now covers the carrying cost of the 
property and produces a positive cash flow. 


G.A.R. is an integrated real estate operation, including brokerage, land devel- 
opment and sale, and agri-business. It owns and controls vast land areas in 
Arizona, one of the fastest growing population states. Approximately 86,000 
acres are held, including, 10,000 deeded acres, 44,000 state leased acres, and 
32,000 Federal leased acres. The land is suitable for homesite development, 
farming and cattle grazing. Presently 3,500 acres are leveled, irrigated, and 
farmed. Over 23,000 acres lie in an “unrestricted water supply area”. 
Practically all of this property is served, or can be served, by electricity or 
natural gas. It is strategically located mid-point between Phoenix and Tucson, 
has a grid of access roads, and is convenient to a modern interstate freeway. 


This pre-development land has all of the basic requirements for appreciation, 
including availability of water, proximity to employment centers, and major 
highway accessibility. 


As stated above, G.A.R. is an integrated real estate operation. Two subsidiary 
corporations have been formed to conduct the development of land into | 
subdivided saleable parcels and to conduct sales programs. Silver Reef 
Development Corporation has the responsibility for all functions necessary to 
process raw acreage through the legal and engineering requirements of local 
and Federal jurisdictions. Silverbell Realty Corporation is a licensed real 
estate brokerage house and handles the sale of land developed by Silver Reef 
Development Corporation. It also engages in general real estate brokerage 
operations. 


Over 5,000 acres of deeded land have been committed to land develop- 
ment. The Silverbell Estates development, launched in May, 1971, includes 
approximately 2,040 acres subdivided into building sites. The equivalent of 
about 800 acres of this land has already been sold for cash and land contracts. 
Silverbell Estates consists mostly of three and one-third acre ranchettes and is 
popular with those buyers wishing large building sites in a desert atmosphere. 


Sunland Park Estates’ “Master Plan”, covering approximately 2,880 acres, has 
now been approved by the local planning and zoning commission. The acreage 
adjoins Arizona City, a major real estate development, which includes a 

40 acre man-made lake and a golf course. Sunland Park Estates master plan is 
based on a much higher density than Silverbell Estates, with most building site 
being less than one acre. Over 1,500 building sites will be provided for in this 
master plan with an anticipated gross retail value of approximately $8 million. 


G.A.R. also owns 305 acres at the intersection of Tangerine Road and Interstate 
10 northwest of Tucson. This land has been zoned for a combination of 
industrial, commercial and mobile home parks in order to-achieve the maxi- 
mum value from its strategic location. It is intended to bulk sell this property 
and a substantial profit is anticipated. 


G.A.R.’s agri-business includes cattle raising and growing of commercial crops 
and operates as a supplementary activity to land development. The Arizona 
acreage not being farmed is dedicated to cattle operations. After some cattle 
sales, about 1,500 head still remain on the ranch. The company operates a 
breeding herd to produce calves which, along with purchased calves, are 
grazed on open ranges as stoker cattle until achieving economical weight for 
ultimate sale to feeder operators. Feeders are presently selling near all-time 
high prices. 


The company’s farm crops include cotton, alfalfa, barley, and lettuce. Some 
feed is also raised to augment grazing needs. 


The volume of Arizona land sales should increase substantially and make a 
greater contribution to future earnings. The real estate operations will be 
augmented by improving results of the agri-business now benefiting from 
high crop prices. | 


Homestead was acquired in February, 1970, with the objective of participating 
in the low-priced single family housing market applying the modular and pre- 
fabricated construction concept. Over the past three years, management 
determined, even after considering the extremely high material and labor cost 
factors, that the ultimate key to successful low-priced home building is the 
availability of reasonably priced building lots. Homestead, in anticipation of 
future requirements for low-cost building lots, acquired several lots and raw 
acreage in the Detroit area. The company is already in the process of subdi- 
viding and developing much of that land into single family and condominium 
building sites. 


As stated, home building operation reported a loss in fiscal 1973 and during 
that year modular and prefabricated home construction was deemphasized in 
favor of land development. Though lowpriced housing should be factory built, 
the roadblocks of trade restrictions and restrictive, ‘old fashioned” local 
building codes are difficult to override. The company cannot await change, it 
will continue building medium priced homes on a contract basis; however, 
emphasis will be on land development. 


Homestead currently holds the following subdivided homesite land in the 
Detroit, Michigan area: New Baltimore — 207 single family units; Chesterfield 
Township — 180 multiple and single family units; Monroe — 240 single family 
units; and Sterling Heights—50 single family units. 


Homestead’s plant and offices are located on 16 acres of land in Sterling 
Heights, Michigan. This rapidly growing area is experiencing an industrial 
expansion, and the property is ideally located near major automotive and other 
industrial complexes. Consequently, management believes that the acreage 
can be developed into a viable industrial park and initial engineering activities 

have been started. 


The real estate group has evolved into primarily land development and land sales. 
Home building operations are being confined mostly to the construction of 
medium priced homes on a contract basis. The supplementary agri-business 

activity is carried on principally to cover the cost of holding large parcels of raw 
land. In the long run, land values (other than highly speculative land), not only 

_keep up with the inflation rate, but its appreciation exceeds it. The change in 
combined activities should favorably effect operating results in fiscal 1974 and 
the underlying land value should appreciate significantly. 


Ag 


Financial 


Milwaukee Western Corporation (‘‘MWC’’) was formed in 1969 by Sterling to 
hold its financially oriented subsidiaries, wholly-owned Bayou Acceptance 
Corporation (‘‘Bayou’’) and 62% owned Milwaukee Western Bank (‘‘Bank’’). 
During that year, 9.5% of the common shares of MWC were distributed in the 
form of a dividend to Sterling’s common stockholders. This action established 
MWC as a public company having over 9,000 stockholders. 


In fiscal 1973, MWC increased consolidated net income 17% to $522,000 
from $446,000. 


The Bank, MWC’s primary operating subsidiary, contributed heavily to this 
successful year, reporting a 34% increase in income before taxes or $1,056,000 
(unadjusted for minority interest), as compared to $785,000 in fiscal 1972. 
Net income was up 16% to $771,000 compared with $663,000. 


Management concluded, approximately 18 months ago, that the then lagging 
economy would commence to accelerate early in fiscal 1973. In antipation of a 
future increase in loan demand and higher interest rates, a policy was 
adopted aimed at attracting deposits into the Bank. As a result of this policy 
and aggressive management, deposits grew to an all-time high. Maximum 
liquidity was maintained by investing a high percentage of bank assets 
short-term. 


Loan demand remained sluggish for a somewhat longer period than anticipated; 
nevertheless, management continued to implement their policy. Short-term 
interest rates remained low causing a narrow spread between interest received 
and interest paid; accordingly, in the early months of fiscal 1973 the Bank’s 
profits declined. 


By the third fiscal quarter, loan demand commenced to accelerate, interest 
rates climbed, and the Bank’s loans reached an all time high. The validity 

of this strategy directed at building high liquidity in anticipation of an economic 
upsurge was confirmed. 


The trade off of a few months of slightly lower earnings for a major oppor- 
tunity to dramatically increase earnings is proving out. 


The Bank’s “average daily balance” of assets and deposits reached an all- 
time high, showing commendable gains. Assets were $83 million as compared 
to $76 million last year, a 9% increase. Deposits also increased 9% to $73 
million from $67 million. 


The Bank maintained a flexible position as its investment portfolio was kept 
predominately in short maturities. The gross yield on average assets was 
6.23%, up from 5.95%, even though the loan climate during much of fiscal 
1973 was unfavorable. 


Over the past five years, the Bank’s equity has increased from $4,101,000 to 
$6,846,000 and the level of net income from $578,000 to $771,000. Better than 
average growth is a reflection of the efforts of young and energetic bank 
management. Planning and policy directed at accumulating funds during slack 
economic periods has placed the Bank in a position to realize maximum 
benefit from current higher interest rates. Present money market conditions, 
in combination with the Bank’s expanded asset position will support its con- 
tinued growth during fiscal 1974. 


Bayou, a commercial finance subsidiary, is engaged in the financing of com- 
mercial truck trailers, primarily originating through Nabors Trailers, Inc. This 
subsidiary had a modest profit in fiscal 1973, slightly in excess of the 
previous year. 


Sales contracts purchased by Bayou provide for regular installment payments. 
Installment contracts receivable at April 30, 1973 totaled $1,032,000 represented 
financing of 400 trailer units. Management is seeking to expand loan volume 

but continues a policy of limiting loans to high credit-rated, low risk accounts. 


Lo 
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Bayou’s capital base is being augmented and loan volume should increase 
substantially during fiscal 1974. 


Though the current frantic pace of the U.S. economy may taper off to some 
degree in 1974, business activity should remain at a prosperous level for a 
long period. MWC’s consolidated net income should be impressively higher 
in fiscal 1974. 


Management is charting a five-year growth plan for MWC which includes the 
expansion of the operations of the Bank and Bayou. We have every reason to 
anticipate complete success. 


International Division 


During the first quarter of fiscal 1971, Sterling announced plans to establish an 
import-export organization. Following that, a careful study was made to deter- 
mine the most effective organizational structure. Early in fiscal 1973, an 
International Division was organized and an intensive international program was 
launched. Sterling also formed a DISC corporation in February, 1973 which will 
benefit from favorable U.S. tax treatment. Already, during fiscal 1974, over 
$250,000 of export orders have been booked. 


Management forsees important business opportunities evolving in inter- 
national marketing. As governments react to force utilization of capacity and 
maintain a high level of employment, favorable trading opportunities will 
continue to develop. 


The International Division is displaying agricultural and construction pumps 


in the Algerian International Trade Fair in September. 


Sterling is a multi-national operation, and this division should provide a means 


of fully exploiting existing talents and facilities. This activity also provides 
geographic diversification which is important to long-term operating stability. 


| 
| 


Sterling Precision Corporation 


_and Subsidiaries 
: Sales 
Operating Income 
Taxes On Income 
Extraordinary Charge 


Investment in 
Financial Subsidiary 


Financial Review 


The $10,340,000 increase’in consolidated net sales or 14% to $84,277,000 in fiscal 1973 
was mostly attributable to a $9,384,000, or 21% increase in the replacement parts 
group, and a $1,315,000, or 5% increase in the industrial group. 

Sales backlog is at an all-time high of over $16 million, compared to approximately 
$12 million in fiscal 1972. 


Income (loss) before taxes on income by operating group has been restated for fiscal 
1972 to be consistent with the 1973 allocation of reimburseable corporate expenses 
to various groups. Previously, all such expenses were allocated to Replacement Parts 
and Industrial. 

Income before extraordinary charge increased $362,000, or 15% to $2,807,000, in 
fiscal 1973. Earnings per share was $.55 compared to $.47, before an extraordinary 
charge equal to $.14 per share (restated to reflect a special 5% common stock dividend 
paid in January 1973). 


The provision for Canadian taxes on income was $1,698,000 (1973) and $1,393,000 (1972). 

The provision for taxes on income includes deferred taxes of $452,000 (1973) and 
$91,000 (1972). Such deferrals arise from timing differences between financial report- 
ing and tax treatment of certain expenditures and revenues and, in 1972, have been 
reduced by the future tax benefit relating to the loss recognized on the long-term 
note receivable. 


The Company and its consolidated domestic subsidiaries, except Milwaukee 
Western Bank and subsidiaries, file a consolidated Federal income tax return. 


The extraordinary charge of $670,000 in fiscal 1972 represented a loss from the default 
on a long-term note receivable from Tomar Industries, Inc. to Sterling, net of a gain 
realized on the disposition of certain related assets and a future Federal income tax 
benefit of $630,000. 


The audited consolidated financial statements of Milwaukee Western Corporation and 
subsidiaries (“MWC”) as of April 30, 1973 and 1972, and for the years then ended are 
condensed as follows: 


1973 1972 
(in thousands) 
Assets: 
Cash and due from banks $ 5,327 $ 5,485 
Investments 24,165 36,422 
Loans 52,017 32,963 
Other assets 4,337 4,377 
$85,846 $79,247 
Liabilities: 
Deposits $73,370 $66,973 
Other liabilities 1,415 1,684 
Minority interest in Milwaukee Western Bank 3,238 3,149 
Stockholders’ Equity (Including $1.6 million 
reserve for possible loan losses) 7,823 7,441 
$85,846 $79,247 
Income before taxes on income $ 1,176 $ 926 
Taxes on income 348 187 
828 739 
Minority interest in Milwaukee Western Bank 306 293 
Net income $ 522 $ 446 
Equity of Sterling Precision Corporation 
in net income $ 473 $ 403 


During fiscal 1973, Sterling exchanged with MWC,a warrant to purchase 
400,000 additional common shares of that company for 25,254 shares of Sterling’s 
common stock, based on a value of $140,000. This transaction resulted in a net gain of 
$42,000 to MWC, but was eliminated in Sterling’s consolidation. 
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Property, Plant Property, plant and equipment consists of: 
and Equipment LALLA TE a 


1973 1972 
Operating, at cost 
Land $ 1,773,133 $ 1,584,047 
Buildings and leasehold improvements 5,993,022 5,064,224 
Machinery and equipment 7,971,513 6,770,067 
15,737,668 13,418,338 
Accumulated depreciation and 
amortization 6,710,117 5,849,161 
9,027,551 7,569,177 
Leased to others, at cost 
Land 1,060,577 1,110,285 
Buildings and equipment 2,547,105 2,855,867 
3,607,682 3,966,152 
Accumulated depreciation 1,668,897 1,761,257 
1,938,785 2,204,895 
Land held for development 2,978,806 2,092,248 
$13,945,142 $11,866,320 


Interest and other costs applicable to land held for development have been 
capitalized. Such costs were not material in relation to consolidated net income in fiscal 
1973 and 1972. 


Long-Term Debt Long-term debt consists of: 
TT] 


1973 1972 

Notes due to banks, 5.5% to 8.8%, 

due through 1980 $ 9,271,224 $ 9,488,059 
Notes to other than banks, 5% to 9.5%, 

due through 1983 3,821,299 2,497,259 
Mortgage notes payable, 5% to 9.5%, 

payable to 1991 2,832,560 3,031,000 
Income debentures, 4.1% to 6.5%, 

due through 1981 2,488,504 2,811,767 

18,413,587 17,828,085 

Less current maturities 2,607,784 1,579,413 
Long-term $15,805,803 $16,248,672 


Aggregate annual amounts due in the four years subsequent to April 30, 1974 are: 
1975-$2,972,202; 1976-$2,765,338; 1977-$2,569,340; 1978-$3,889,446; thereafter- 
$3,609,477. 

Included in notes due to banks is a term loan agreement for $6,500,000 with two 
banks. The agreement, among other stipulations, requires a compensating balance of 
20% of the unpaid principal, limits the payment of cash dividends on common stock, 
provides for certain ratios of consolidated working capital and tangible net worth 
and, under certain conditions, for prepayment at the option of the Company. At 
April 30, 1973, retained earnings were available for payment of dividends in stock of 
the Company, or of dividends in cash not to exceed $200,000. 


Substantially all of the consolidated assets were pledged as collateral for the 
current and long-term debt. 


Commitments and Certain of the Company’s subsidiaries have trusteed retirement plans. The minimum 

Contingent Liabilities requirement of current costs plus interest on past service cost is being funded. The 
unfunded past service liability under such plans amounted to approximately $886,000 
at April 30, 1973. Total cost of the plans charged to consolidated income was $227,000 
(1973) and $111,000 (1972), including $69,000 (1973) and $50,000 (1972) amortization 
of past service cost. At April 30, 1973, the actuarially computed value of vested 
benefits for all plans exceeded the total assets of the related pension funds and balance 
sheet accruals by approximately $499,000. 


The Company’s Board of Directors approved the adoption of a retirement plan for 
two subsidiary companies covering approximately 50 salaried employees to become 
effective during the next fiscal year. 


_. _ The annual rentals in 1974 will approximate $620,000, plus insurance and taxes on 
various leases, and will continue at that level for current operations. If current leases 
were not renewed, the annual payments would decrease to approximately $23,000 by 1989. 


Holders of Series A Cumulative Convertible Preferred Stock are entitled to preference Stockholders’ Equity 
of $10 per share upon liquidation or dissolution, and to annual dividends of $.45 per 

share on a cumulative basis. The shares may be converted into .746 shares of common 

stock for each share of preferred stock. The Company may redeem all or any part of 

_the shares at any time after September 1, 1973 at a price of $10 per share plus all accrued 

dividends. Holders are entitled to one-quarter of one vote per share at all meetings 

of the stockholders. 

Holders of Series B Cumulative Convertible Preferred Stock are entitled to prefer- 
ence of $10 per share upon liquidation or dissolution, and to annual dividends of $.55 
per share. The Series B shares are convertible into .795 shares of common stock for 
each share of preferred stock. The Company can redeem all or any part of the shares 
_at any time after September 1, 1973 at a price of $10 per share plus all accrued divi- 


dends. Holders have no voting rights. | 

Warrants expiring on February.1, 1976, provide for the purchase of 35,766 shares 
_ of the Company’s common stock at $6.71 per share to August 1, 1973, and at $8.39 
per share thereafter. 

At April 30, 1972, options were outstanding to certain employees under the 
Company’s Qualified Stock Option Plan to purchase 115,003 shares of common stock. 
During 1973, options as to 84,000 shares were granted at prices ranging from $4.12 
to $5.00 per share, previously granted options as to 55,243 shares at prices ranging 
from $7.67 to $8.74 per share were cancelled or expired. At April 30, 1973, options as 
to 143,760 shares were outstanding, of which 53,722 shares were exercisable at prices 
ranging from $4.54 to $7.67 per share. At April 30, 1973, options as to 87,765 shares 
could be granted under the plan compared with 116,522 shares at April 30, 1972. 


In addition, the Company had outstanding options to certain former employees to 
purchase 8,102 shares of common stock at $7.67 per share. These options expire 
March 28, 1974. 

_ An aggregate of 501,544 shares of common stock are reserved for issuance upon 
sonversion of preferred shares, exercise of warrants and in connection with options. 
The cost of the 552,296 shares of common stock of the Company held by 
Milwaukee Western Corporation has been eliminated from the Company’s investment 
therein and reclassified to treasury stock for financial statement purposes. An amount 
equivalent to $219,467 (including $95,341 in 1972) has been reclassified from capital 
surplus to retained earnings with no effect on income for any year, in connection with 
the statement presentation of the Company’s investment in Milwaukee Western 
Corporation. 

_ All data has been adjusted for the special 5% common stock dividends paid in 
January 1973 and 1972. 


Earnings per share are based on the weighted average shares outstanding — 4,797,800 Earnings Per Share and 

(1973) and 4,796,300 (1972). Common Equivalent Share 
The assumed conversion of Series A and B preferred stock and exercise of the 

_ outstanding warrants and options had no dilutive effect on earnings per share in 

1973 and 1972. 


Accounting Policies and 


_ The more significant accounting policies followed by the Company are summarized ot anes 
Principles of Consolidation 


below: 

The consolidated financial statements include the accounts of the Company and 
its subsidiaries except Milwaukee Western Corporation which is carried at cost plus 
increase in equity since formation. Intercompany transactions and balances have been 
_ eliminated. 

During fiscal 1973, the Company acquired four businesses for $2,397,000 in cash 
and long-term notes. These transactions were accounted for as purchases; and 
therefore, the accounts of these businesses have been included in the accompanying 
consolidated financial statements from their respective dates of acquisition. 


The Company acquired the outstanding stock of one business for long-term notes Accounting Policies and 
aggregating $551,000 during the previous year, which was also accounted for as a Principles of Consolidations 
purchase. Continued 

If all businesses acquired subsequent to April 30, 1971 had been acquired at that 
date, pro forma consolidated net sales would have been $88,851,000 (1973) and 
$82,250,000 (1972). Pro forma income before extraordinary charge would have 
been $2,815,000 ($.55 per share) (1973) and $2,578,000 ($.50 per share) (1972). The pro 
forma results are not indicative of what actual earnings will be in the future or would 
have been for any particular twelve month period since these acquired businesses 
were not operated by Sterling prior to their respective dates of acquisition. 

The Company does not amortize that portion of the cost of investments in con- 
solidated subsidiaries over net assets which is applicable to purchases prior to 
November 1, 1970 because in the opinion of management, no diminution in value 
has occurred. 


It is the Company’s present intention to reinvest undistributed earnings of 
Canadian subsidiaries; consequently, income taxes net of applicable foreign tax credits 
have not been provided on the Company’s equity in $6,357,000 of cumulative undis- 
tributed earnings of Canadian subsidiaries. 

In addition, income taxes have not been provided on the Company’s equity in 
$1,603,000 of cumulative undistributed earnings of Milwaukee Western Bank (‘‘Bank’’). 
Sterling has agreed to divest itself of its controlling interest in the Bank on or prior to 
January 1, 1981, in compliance with the undertaking contained in the “Irrevocable 
Declaration” filed with the Board of Governors of the Federal Reserve System pur- 
suant to Section 4(c) (12) of the Bank Holding Company Act of 1956, as amended, and 
Section 222.4 of Regulation Y issued thereunder. In this regard, the Company intends 
to dispose of its controlling interest in the Bank in a tax-free transaction. Should such 
tax-free transaction not be effected and the divestiture is achieved by a taxable trans- 
action, the Company would be required to provide additional Federal income taxes of 
approximately $482,000 relating to cumulative undistributed earnings of the Bank at 
April 30, 1973. 

Net sales and net income derived from Canadian operations during fiscal 1973 
were $50,095,000 and $1,604,000, respectively. At April 30, 1973, net current assets of 
Canadian subsidiaries were $8,074,000 and total assets were $25,859,000. 

Translation of Canadian dollars into U.S. dollars resulting from changes in the 
exchange rate were taken into income in fiscal 1973 ($149,000) and fiscal 1972 ($105,000). 

Depreciation and amortization are provided over the estimated useful asset lives, 
principally on the straight-line basis. 


Saag. .QQQQ°c 
Report of Certified Public Accountants 


The Board of Directors and Stockholders 
Sterling Precision Corporation 


We have examined the accompanying consolidated balance sheet of Sterling Precision 
Corporation and subsidiaries at April 30, 1973 and the related statements of consoli- 
dated income, stockholders’ equity and changes in consolidated financial position for 
the year then ended. Our examination was made in accordance with generally accepted 
auditing standards, and accordingly included such tests of the accounting records and 
such other auditing procedures as we considered necessary in the circumstances. We 
have previously made a similar examination of the consolidated financial statements 
for the prior year. 


In our opinion, the statements mentioned above present fairly the consolidated finan- 
cial position of Sterling Precision Corporation and subsidiaries at April 30, 1973 and 
1972 and the consolidated results of operations and changes in financial position for 
the years then ended, in conformity with generally accepted accounting principles 
applied on a consistent basis during the period. 


Miami, Florid f. C7 
fneats73 f oe oes 
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‘Sterling Precision Corporation 
nd Subsidiaries 


Statements of 
Consolidated 
Income 


Replacement Parts and Industrial 


Nol salés ow 


(ost GO 696s... .. 


Selling, distribution, general and administrative 
Oxpences 6 ee. 


terest CXPENSe ee : 


Real Estate 
Nel sales © 
Rental ioccnie a ee. 


Operating Gxpenses «2... sie eens 
Interest EXPENSE 2. ee ee es 


Financial 
Equity in income before taxes on income ......... 
Interest applicable to investment in financial 
SUUSICITY 0. er 


Income before taxes on income and extraordinary 
CAAREO i ee ee 


Taxes on income (Page 21) .........- +--+... 005-- > 
Income before extraordinary charge ..........-- . 
Extraordinary charge, net (Page 21) .........--..--- 


Net MOOMEG 2. i ee: 


Earnings per share and common equivalent share 
(Page 23) 
Income before extraordinary charge ........... 
Extraordinary charge, nel .. .... 6. +s. - kas 


Net come... 6 ee 


Year Ended April 30 

1973 1972 
$81,260,317 $70,560,414 
193,808 217,823 
81,454,125 70,778,237 
59,374,886 51,805,189 
16,218,584 13,950,843 
1,021,496 797,486 
76,614,966 66,553,518 
4,839,159 4,224,719 
3,016,877 3,376,451 
240,485 210,629 
3,257,362 3,587,080 
3,401,485 3,583,738 
85,903 99,296 
3,487,388 3,683,034 
(230,026) (95,954) 
627,252 529,009 
223,534 187,740 
403,718 341,269 
5,012,851 4,470,034 
2,206,000 2,025,000 
2,806,851 2,445,034 
—_ (670,000) 
$ 2,806,851 $ 1,775,034 
$ .55 $ 47 
= (.14) 
$ .55 $ 33 


aoe EEE SEE 


See Financial Review on pages 21 through 24 


Sterling Precision Corporation 
and Subsidiaries 
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Consolidated 
Balance Sheets 


Assets 


Current Assets 


Accounts and notes receivable, less allowances 


of $412,000 (1973) and $440,000 (1972) ......... 


Inventories, at lower of cost (first-in, first-out) 


Or markel ..... lt 


Investment in Financial Subsidiary (Page 21) ...... 


Non-Current Notes Receivable, Net...... ..... 


Property, Plant and Equipment, Net (Page 22) 


Operating ....0... 


Other Assets 


Cost of investments in consolidated subsidiaries 


over related net assets (Pape 24).............. 
Other 24... oes 


Yotal Asseis .......... ........... 2. 


See Financial Review on pages 21 through 24 


$ 4,454,255 


14,303,292 


21,454,634 


292,672 
40,504,853 


5,937,767 


1,368,018 


9,027,551 
1,938,785 


2,978,806 


13,945,142 


3,743,110 


272,519 
4,015,629 


$65,371,409 


$ 6,111,368 
12,803,653 


17,403,375 
389,867 
36,708,263 


5,081,792 


1,131,685 


7,569,177 
2,204,895 
11,866,320 


3,765,769 
262,975 
4,028,744 


$58,816,804 


Liabilities and Stockholders’ Equity 


Current Liabilities 


Moles payable, priticipally to banks ............. $ 4,687,432 

_ Current maturities of long-term debt (Page 22) .... 2,607,784 

Boule payable ............ 10,738,689 

wcerued liabilities ........ oe 2,191,459 

Accrie taxes On income ...-....... 1... 1,145,257 

JOlal current liabilities ............ 2.2, 21,370,621 

Ps er Debi (Pape 22) 15,805,803 
Deferred Taxes On Income and Other 

Se 1,295,188 

Minority Interest in Consolidated Subsidiaries ..... 363,770 


Stockholders’ Equity (Page 23) 
- Preferred stock, no par value, 10,000,000 shares 
authorized; issuable in series 
Series A, $10 stated value, 4.5% cumulative 
convertible, 213,541 shares issued and 
“Culstandine §'....................032.. ... 2,135,410 
_ Series B, $10 stated value, 5.5% cumulative 
convertible, 108,037 shares issued and 
| Outstanding ........ a. lm 1,080,370 
Common stock, $.10 par value, 15,000,000 shares 
authorized; issued and outstanding 5,716,222 


_ shares (1973) and 5,461,455 shares (1972) ...... 571,622 
Peopel suis ee 18,706,762 
Retained earnings ...... 6e6 ee. 6,980,524 
29,474,688 

Less common stock in treasury, at cost, 918,422 
upnares (1973) and 892,122 shares (1972) ........ 2,938,661 
Total stockholders equity ............... 26,536,027 


| otal Liabilities and Stockholders’ Equity .......... $65,371,409 


$ 4,767,488 
1,579,413 
7,999,540 
1,780,595 


1,204,243 
17,331,279 


16,248,672 


924,710 
401,386 


2,135,410 


1,080,370 


546,145 
17,472,144 


5,615,349 


26,849,418 


2,938,661 
23,910,757 


$58,816,804 


Sterling Precision Corporation 
and Subsidiaries 
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Statements of 
Consolidated 
Stockholders’ Equity 


Preferred Stock 
Beginning of year .. 2... 2, 
Conversion of Series A into 
1,508 shares of common 
stock 5. ..5.... ..... _ 
Conversion of Series C into 
2,096 shares of common 
SIOCK ©. 8 


321,578 


Common Stock 
Beginning of year ...>..-..°. 
5% common stock dividend. 
Conversion of preferred 
StOCK 4. 6 57 —_ 


End of year 2. 


5,461,455 
254,767 


Treasury Stock 
Beginning of year..........-. 
5% common stock dividend 
on shares held by 
Milwaukee Western 
Corporation «........ 75. 


Enc of year. .2.. 07... 2), 


(892,122) 


Capital Surplus 
Beginning of year. 2 ee 
5% common stock dividend. 
Conversion of preferred 
StoCk =. ee 
ind of year)... 222... . 6. 
Retained Earnings 
Beginning al year ........... 
5% common stock dividend. 
Dividend requirements on 
preferred stock: 
Series A... 25.5. 
Series B 2... 
Consolidated 
subsidiaries ;....... 
Netincome ............... 


Eno ot year. .2.c2 2 
Total Stockholders’ Equity 


cee eee 


See Financial Review on pages 21 through 24 


321,578 


5,716,222 


(26,300) 
(918,422) 


1973 
Shares 


17,472,144 
1,234,618 


18,706,762 


5,615,349 
(1,260,547) 


(96,094) 
(59,420) 


(25,615) 
2,806,851 


6,980,524 
$26,536,027 


Year Ended April 30 
1972 
Amount Shares Amount 
$ 3,215,780 323,914 $ 3,258,130 
= (2.125) (21,250) 
- (211) (21,100) 
3,215,780 321,578 3,215,780 
546,145 5,214,168 521,417 
25,477 243,683 24,367 
— 3,604 861 | 
571,622 5,461,455 546,145 
(2,938,661) (865,872) (2,938,661) 
2 (26,250) a 
(2,938,661) (892,122) (2,938,661) 


16,384,129 
1,046,026 


41,989 


17,472,144 


5,119,762 
(1,094,289) 


(96,094) 
(59,420) 


(29,644) 
1,775,034 
5,615,349 

$23,910,757_ 


terling Precision Corporation 


> en Statements of Changes 
id Subsidiaries 


in Consolidated 
Financial Position 


Source of Working Capital 
From operations 
Income before extraordinary charge ........... 
Charges (Credits) not involving working capital 
Depreciation and amortization .............. 
Provision for deferred taxes ................ 
Equity in net income of financial subsidiary ... 
Working capital provided from operations 
before extraordinary charge .............. 
Exiraordinary charge... 2. s,. 
From businesses acquired 
Working capital .......5......,, ees ee. 
Non-current assets, nel... -. 23.5. - 2.4... 


Less cost of businesses acquired .............. 


increase in long-term debt ..-........-.2....... 
Book value of property, plant and equipment sold. . 
Book value of land transferred to inventory ....... 


Application of Working Capital 
Property, plant and equipment acquired .......... 
Reduction of long-term debi ..............:..... 
Dividend requirements on preferred stock ........ 
Purchase of minority interests in 
consolidated subsidiaries ...............-.... 
Increase (Decrease) in non-current notes receivable 
Increase (Decrease) in other assets .......... a 
Cost of investments in consolidated subsidiaries 
over related net assets ......- 6-2. es 
Oliernet......6..5...4) 340, 


Increase (Decrease) in Working Capital 


Working Capital Changes 

Current assets—increase (decrease) 
Cash 4.60 ss 
Accounts and notes receivable................ 
iiveniorties §.. 3 ee. 
Prepaid expenses 163... -).- 562 es 

Current liabilities— (increase) decrease 
Notes payable, principally to banks ........... 
Current maturities of long-term debt ........... 
Accounts payable... 4.4. :s... ks, 
Acerued liabilities ... 42.2. ..... 2-0. 
Accrued taxes on income ........-.......-... 


Increase (Decrease) in Working Capital 


See Financial Review on pages 21 through 24 


Year Ended April 30 


1973 


$ 2,806,851 


884,314 


452,000 


(431,766) 


3,711,399 


2,114,194 
482,037 


2,596,231 
2,397,313 


198,918 
2,394,466 
580,353 


__ 6,885,136. 


3,543,489 
2,837,335 
181,129 


37,616 
236,333 
9,544 


176,259 
106,183 


__7,127,888. 


(242,752) 


$ (1,657,113) 


1,499,639 
4,051,259 


(97,195) 


80,056 


(1,028,371) 
(2,739,149) 
(410,864) 
58,986 


(242,752) 


1972 


$2,445,034 


741,284 
90,565 


(403,362) 


2,873,521 
(670,000) 


514,295 
33,858 


548,153 
550,835 


(2,682) 
8,167,174 
577,094 
447,659 


11,392,766. 


3,217,460 
3,503,444 
185,158 


62,185 
(342,597) 
(204,226) 


7,092 
11,314 


6,439,830 


$2,526,136 
1,085,992 
1,018,879 
78,108 


1,035,073 
158,718 

(97,224) 

(205,577) 


(647,169) 


$4,952,936 


Sterling Precision Corporation 
and Subsidiaries — 
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a thousands except shares oe and per share amounts) _. . — | 


Ten-Year | : - : oe 
Summary Fo 
A 


Sales - 
Replacement parts ..../..,.0,.-.. Eso. ee "$548 957 
Industrial machinery and supplies .............. a. 7 
Materials handling ........ . ie ee ee a 
Engineering and fabrication ..... a 
Office systems and supplies ‘ oS . eee ee eee . 

— eslate =... 42... 6. . eee __ 


Earnings (a) oe 
Income before extraordinary (charge) ail ee Ce 
Extraordinary (charge) credit.......... .... Pee 


Nel income 2...2.2....0. Lie ee fe eee 
Earnings per common share (b) 2 
Income before extraordinary (charge) credii................. - $& 55 


Extraordinary (estes) credit | ee, -. 


Netincome 600 Pee. Dee 


Dividends _ a -— 
Comincn |... (oo aes ee LS (c) 


_ Preferred betes Se, oe. eee, 


Year-End Position a . 
Working capital... .......). _ = a es ee 134 $19, 377. : 
Property, plant and equipment—net — ee 8 13,945. 11,866. 
Total assets. a 65,371 “58.1 

‘Long-term debt, excluding current maturities. oe 15 806 > 46. 249° | 
Stockholders’ equity ...... Seer i eb se 23,911 
Book value per common share ................ oe —$ 4.86 = - 31 : 
Common shares outstanding (b) ........... ei 4,797,800 4,797, 800 

Other Data (a) - . . _ : a 
Additions to property, plant and equipment ............. oe $ 3,543 $ 3,217, 
Depreciation and amortization .................. is. 884 1 7a 


(a) Includes companies acquired and divested operations. _ | 
(b) Adjusted retroactively for special 5% stock dividends paid in January 1973, 1972, and 1971. 
(c) Special 5% stock dividend. 

(d) Property dividend in common shares of Milwaukee Western Corporation. 
(e) On February 15, 1968, the Company redeemed all of the preferred stock outstanding as of that dal 
(f) Preferred dividend requirements exceeded income before extraordinary credit. 


i 


| 


Operating Officers 
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Connell Automotive, Inc. 
E. Walpole, Massachusetts 


Farrar Brown, Inc. 
Portland, Maine ~ 


Harmon Automotive Corporation 
Rochester, New York - 


Columbus Ignition Company 
Columbus, Ohio 


McKerlie Automotive Company 


Limited President 
London, Ontario, Canada : . 
John Millen & Son Limited _ Leopold Martin 
Montréal, Québec, Canada _ President 
R. Herschel Manufacturing Corp. James A. Vose 
Peoria, Illinois President 
Amalgamated Metal Industries Ltd. Joseph H. Milne 
Mississauga, Ontario, Canada _ President — : 
Elbe Products, Inc. Ralph L. Weaver 
Fall River, Massachusetts President _ 


Nabors Trailers, Inc. 
Mansfield, Louisiana 


Upton, Bradeen & James, Inc. 
Sterling Heights, Michigan 


Upton, Braden & James Ltd. 
Don Mills, Ontario, Canada 


Selective Resources Corporation - 
Homestead Corporation 
Sterling Heights, Michigan 


Greater Arizona Ranches 
ine ANZ0n8 


Milwaukee Western Compersion 
West Palm Beach, Florida 


Bivou Acceptance Gospersticn 


Mansfield, Louisiana 


Milwaukee Western Bank 
Milwaukee, Wisconsin 


Sterling Precision Export Corporation 
West Palm Beach, Florida 


Edmund J. Brabants- 
President | 


General Manager — 


JackN. Thayer 


_ Stewart A. McKay — 


‘BR Hartwell Smith 


President 
President : 


| President 


_ Richard A. Sachs — 
_ Chairman and President “~~ 


Howard Brown 


Robert A. Lawton 
President 


President 


President : 


Richard. Pilarski 
President 


Thomas A. Breckles 
Arthur E. Smith 


Werner G. Goering — oF 


J. Russell Banus 
Poems 


Green Rives, Jr . 
President | 


Leo V. Zavatone 
President 


: Sterling Precision Corporation 


Directors 


*], Russell Duncan — 
_Chairman of the Board 
*Matthew E. Carroll 
President)... 
Dwayne O. Andreas . 
_ Director, Chief Executive and Chairman of the Executive 
- Committee of Archer-Daniels-Midland Company 
*William B. Cudahy 
Director of First National Bank in Palm Beach, Florida 
Rufus W. Hanson 
Executive Vice President, Retired, First 
National Bank of Minneapolis 
William S. Stuhr 


Investor, Industrialist and Attorney 
“Member of the Executive Committee 


Officers 

J. Russell Duncan, Chairman of the Board, Chief Executive Officer, and Treasurer 
Matthew E. Carroll, President 

Robert A. Lawton, Vice President 

Charles P. Gallopo, Secretary and Controller 


- Transfer Agent and Registrar 
Security National Bank 
Trust Department 
25 Broad Street 
New York, New York 10015 


Registrar—Chicago Area 

Harris Trust and Savings Bank 
111 West Monroe Street 

Chicago, Illinois 60690 


Co-Transfer Agents 


Continental Stock Transfer Company 
2853 Kennedy Boulevard 
Jersey City, New Jersey 07306 


American National Bank and Trust Company of Chicago 
LaSalle at Washington 
Chicago, Illinois 60690 


Wells Fargo Bank, N.A. 
475 Sansome Street 
San Francisco, California 94120 


Stock Listing-Symbol STG 


American Stock Exchange 
Midwest Stock Exchange 
Pacific Coast Stock Exchange 
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a es Telephone (305) 655-9700 


(1 Telex wee 51-3450 


